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- Financial and statistical highlights 


Increase 

| 1985 ae 1984 (Decrease) 

Transportation revenue $501,144,000 $436,982,000 15% 

Expenses, excluding taxes | 305,033,000 251,626,000 21% 

Income and other taxes 131 ,732,000 128,592,000 2% 

Earnings 138,786,000 _—- 129,608,000 | 7% 
per share 3.71 3.47 

Dividends paid 73,084,000 67,098,000 9% 
per share 1.85 1.70 
Capital expenditures 169,773,000 185,563,000 
Cash provided from operations 187,276,000 164,524,000 

Deliveries (cubic metres per day) 220 749 211 601 4% 

Cubic metre kilometres (millions) 178 768 181386 _ (1.4)% 


Ne een 


1 cubic metre (m*) = 6.3 barrels 
1 kilometre (km) = 0.6 miles 
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INTERPROVINCIAL PIPE LINE LIMITED 


Box 48, 1 EIRST CANADIAN PLACE, TORONTO M5X1A9 


R. K. HEULE 
President & Chief Executive Officer 


March 11, 1985 


TO THE SHAREHOLDERS: 


The Thirty-sixth Annual Meeting of Shareholders of the Company 
will be held in the Upper Canada Room of the Royal York Hotel in 
Toronto on Wednesday, April 10, 1985 at 2:30 p.m. 


I hope you will be able to attend in person; however, if you cannot 
attend, would you please complete and return the enclosed proxy which 
will assure you of representation at the Meeting. 


Yours sincerely, 


President 


Shareholders’ 
equity per share ($) 


81 82 83 84 85 


Share price — TSE 
high, low & close ($) 


—~Closing price 
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Corporate profile 
Interprovincial Pipe Line Limited is Sauaded 
in the business of transporting crude oil 


and other liquid hydrocarbons through a 


common carrier pipeline system. 

The system extends from Edmonton, 
Alberta across the Canadian Prairies 
through the Great Lakes region of the 
United States to Toronto, Ontario and 
Montreal, Quebec. In April, 1985, the 
Norman Wells crude oil pipeline, which 
extends from Norman Wells in the North- 
west Territories to Zama in northwestern 
Alberta, began transporting oil. 

The Company, which commenced opera- 
tions in 1950, has total assets of $1.7 bill- 
ion, shareholders’ equity of $826 million 
and employs 876 people. It.has a 17% 
equity interest in Hiram Walker Resources 
Ltd., which operates in three main business 
areas: distilled spirits; natural resources; 
and natural gas distribution. 

_ IPLs 12,725 shareholders own 39.5 
million common shares. The common stock 
is listed on the Toronto and Montreal Stock 
Exchanges under the symbol IPL. 


Annual meeting 

2:30 p.m. Wednesday, April 9, 1986 
Upper Canada Room, Royal York Hotel, 
100 Front Street West, Toronto. 

The Notice of Meeting, Management 
Proxy Circular and Form of Proxy are being | 
mailed with this report on or about March 14, 
1986 to all shareholders of. record. 

Shareholders are encouraged to 
complete and sign the enclosed Proxy and to 
attend the Annual Meeting. 


Contents 
Report to shareholders....... Se A ts eas 
Operations reviews. 2 oi ca a a 3 
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INTERPROVINCIAL PIPE LINE LIMITED 


NOTICE OF ANNUAL MEETING OF SHAREHOLDERS 


NOTICE IS HEREBY GIVEN that the Annual Meeting of Shareholders of Inter- 
provincial Pipe Line Limited will be held in the Upper Canada Room, Royal York Hotel, 100 
Front Street West, Toronto, Ontario, on Wednesday, the 10th day of April, 1985, at 2:30 p.m., 
Toronto time, for the purpose of: 


(a) Receiving the Directors’ Report to Shareholders, the Consolidated Financial 
Statements and the Report of the Auditors, for the fiscal year ended December 31, 
1984; 

(b) electing directors; 


(c) appointing auditors; and 


(d) transacting such other business as may properly be brought before the Meeting. 


A proxy to be used at the Meeting must be deposited at the office of the Corporate 
Secretary of the Company in Toronto or the Toronto office of the Transfer Agent of the Com- 
pany (The Royal Trust Company, Royal Trust Tower, Toronto-Dominion Centre) at or before 
the close of business on April 9, 1985. 


DATED at Toronto, Ontario, this 11th day of March, 1985. 
By Order of the Board, 


JON ST JOHN 
Corporate Secretary 


MANAGEMENT PROXY CIRCULAR 


SOLICITATION OF PROXIES 

This Management Proxy Circular is furnished in connection with the solicitation of proxies by the Manage- 
ment of Interprovincial Pipe Line Limited (the “Company”) to be used at the Annual Meeting of Shareholders of 
the Company (the “Meeting”) which will be held at the time and place and for the purposes set forth in the 
attached Notice of Meeting. The solicitation of proxies will be by mail, with possible supplemental telephone or 
other personal solicitation by regular employees of the Company. The cost of solicitation will be borne by the 
Company. 


APPOINTMENT OF PROXY AND DISCRETIONARY AUTHORITY 


The enclosed form of proxy confers discretionary authority upon the persons designated therein with 
respect to amendments to matters identified in the Notice of Meeting, and with respect to other matters which may 
properly come before the Meeting. As at the date of this Management Proxy Circular, Management is not aware 
that any such amendments or other matters are to be presented for action at the Meeting. 


REVOCABILITY OF PROXY 

A shareholder who has given a proxy may revoke it, by instrument in writing executed by the shareholder 
or by his or her attorney authorized in writing, and deposited either at the Toronto office of the Company at any 
time up to and including the last business day preceding the day of the Meeting, or an adjournment thereof, or 
with the Chairman of the Meeting on the day of the Meeting, or on the day of an adjournment thereof, or in any 
other manner permitted by law. 


VOTING SHARES AND PRINCIPAL HOLDERS THEREOF 

As of March 8, 1985, the Company had issued and outstanding 39,500,588 common shares. The Board of 
Directors has fixed Friday, March 15, 1985 as the record date for determining shareholders entitled to notice of the 
Meeting. The persons entitled to vote at the Meeting are all shareholders of record at the close of business on 
March 15, 1985 (except for any shareholder selling his shares after that date whose transferee makes a request to 
the Corporate Secretary of the Company by the close of business on March 29, 1985 to be included on the list of 
shareholders entitled to vote at the Meeting). On all matters to come before the Meeting each shareholder is 
entitled to one vote for each common share standing in his name on the securities register of the Company. 


The following table sets forth as of March 8, 1985 certain information with respect to the share ownership of 
all persons known to the Company to be beneficial owners of more than 5% of the Company’s outstanding com- 
mon shares and as to all directors and officers of the Company as a group. 


Amount and Nature Percent 

of Beneficial Ownership (1) of Class 
Hiram Walker Resources Ltd. (“HWR’”’) 13,600,000 shares 34.4% 
Suite 600 
1 First Canadian Place 
Toronto, Ontario MSX 1A9 
Imperial Oil Limited (“Imperial’’) 8,597,000 shares 21.8% 
111 St. Clair Avenue W. 
Toronto, Ontario MSW 1K3 
Gulf Canada Limited 2,550,000 shares 6.5% 
130 Adelaide St. W. 
Toronto, Ontario M5H 3R6 
All directors and officers as a group (22 persons) 22,703 shares (2) Less than 1% 


(1) Each holder has indicated it has sole voting and investment power for the beneficially owned shares. In the case of HWR and Imperial this 
is subject to the Shareholders’ Agreement referred to below under which the HWR and Imperial shares are deposited with The Royal 
Trust Company, to be voted for the election of directors as provided in that Agreement and otherwise as HWR and Imperial may each 
direct with respect to the shares deposited by it. 


(2) Includes 5,000 authorized but unissued shares subject to currently exercisable options. 
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ELECTION OF DIRECTORS 

The Articles of the Company provide that the Board of Directors shall consist of 15 members. The Com- 
pany does not have a Nominating Committee as the Shareholders’ Agreement between Imperial and HWR pro- 
vides that the 15 directors shall consist of 7 persons (who shall be independent of each of HWR and Imperial) 
nominated by the Independent Directors Selection Committee, 5 persons nominated by HWR and 3 by Imperial. 
HWR and Imperial have agreed in the Shareholders’ Agreement to vote the shares held by them (aggregating 56% 
of the outstanding shares) for the election of the directors so nominated. The Independent Directors Selection 
Committee consists of three individuals, one appointed by HWR, one by Imperial and one by the first two 
appointees. Each member serves a three year term and is a person who is required to be independent of each of 
HWR and Imperial. 


The Independent Directors Selection Committee has nominated for election as directors D. G. Campbell, 
W. A. Dimma, F. W. Fitzpatrick, R. K. Heule, H. G. MacNeill, P. A. Nadeau and E. H. Orser. HWR has nomi- 
nated for election as directors M. Bregazzi, A. E. Downing, W. D. H. Gardiner, R. F. Haskayne and A. R. McCal- 
lum. Imperial has nominated for election as directors R. B. Peterson, G. H. Thomson and W. J. Young. 


Each director elected will hold office until the close of the next Annual Meeting of Shareholders or until his 
successor is duly elected unless his office is earlier vacated. 


Unless otherwise specified in the proxy, that the shares represented by the proxy shall be withheld from 
voting for the election of one or more directors, it is the intention of the persons designated in the enclosed form of 
proxy to vote for the election of the nominees listed above. 


If between the date of this Management Proxy Circular and the date of the Meeting any nominee so pro- 
posed becomes unable or unwilling to serve as a director, the persons designated in the form of proxy will exercise 
their discretionary authority to vote for another nominee. 


The following are the names of the persons proposed to be nominated for election as directors, their ages, 
other positions and offices with the Company presently held by them, their present principal occupations and their 
principal occupations during the five preceding years, the year in which they were elected directors and the 
approximate number of common shares of the Company beneficially owned, or over which control or direction is 
exercised, by each of them as of February 20, 1985. 


Name, Age and Principal Elected a Common 
Occupation or Employment (1) Director Shares (2) 
Michael Bregazzi, 47, 1984 50 


Vice-President, Planning and Development, 
Gulf Canada Limited (integrated oil company). 


Donald G. Campbell, 59, 1984 5,000 
Chairman and Chief Executive Officer, 
Maclean Hunter Limited (Communications). 


William A. Dimma, 56, 1984 100 
President and Chief Executive Officer, 
Royal LePage Limited (real estate) since 1984 and 
prior thereto President, A. E. LePage Limited (real estate) 
for more than 5 years. 


Alfred E. Downing, 61, 1983 50 
Chairman, President and Chief Executive Officer, ; 
Hiram Walker Resources Ltd. (distilled spirits, 
natural resources and gas distribution). 


F. William Fitzpatrick, 52, 1984 500 
Chairman, President and Chief Executive Officer, 
Bralorne Resources Limited (oil and natural gas and services 
to the energy industry). 


Name, Age and Principal Elected a Common 


Occupation or Employment (1) Director Shares(2) 
W. Douglas H. Gardiner, 67, 1980 128 


President, W.D.H.G. Financial Associates Ltd. 
(financial consultants) since 1980 and prior thereto 
Vice-Chairman, The Royal Bank of Canada. 


Richard F. Haskayne, 50, 1983 100 
Director and Executive Vice President, 
Hiram Walker Resources Ltd. and 
President, Home Oil Company Limited 
(oil and gas exploration) a subsidiary 
of Hiram Walker Resources Ltd. since 1982. 
President of Hudson’s Bay Oil and Gas 
Company Limited 1980-1982. 


Robert K. Heule, 59, 1975 10,404(3) 
President and Chief Executive Officer of the Company. 


H. Gordon MacNeill, 59, 1984 200 
President and Chief Executive Officer, Jannock Limited 
(steel and brick products, electrical components). 


Archibald R. McCallum, 54, 1983 50 
Senior Vice President and Chief Financial Officer, 
Hiram Walker Resources Ltd. 


Pierre A. Nadeau, 59, 1984 500 
Chairman of the Board, Tioxide Canada Inc. 
(chemical manufacturer) since 1983. Special 
consultant to Cemp Investments Ltd. 
1981-1982 and prior thereto Chairman of the 
Board, Chief Executive Officer and 
President of Petrofina Canada Inc. 


Earl H. Orser, 56, 1984 700 
President and Chief Executive Officer, 
London Life Insurance Company. 


Robert B. Peterson, 47, 1983 100 
President and Chief Executive Officer, 
Esso Resources Canada Limited 
(subsidiary of Imperial Oil Limited, integrated oil company). 


Gordon H. Thomson, 43, 1982 50 
President, Esso Petroleum Canada 
(division of Imperial Oil Limited). 


William J. Young, 57, 1983 500 
Director and Senior Vice-President 
Imperial Oil Limited. 

(1) Each of the persons named was elected a director of the Company by a vote of shareholders at the Annual Meeting of the Company held 


on April 12, 1984. Except as otherwise indicated, there has been no change in principal occupation or employment during the past five 
years. 


(2) Each director has advised that he has sole voting and investment power as to shares beneficially owned. Information as to shares benefi- 
cially owned, or over which control or direction is exercised, not being within the knowledge of the Company, has been furnished by the 
respective persons individually. No director beneficially owns as much as 1% of the outstanding common shares. 


(3) Includes 5,000 authorized but unissued shares subject to currently exercisable option. 


None of the directors listed above holds directorships in any company with a class of securities registered 
pursuant to Section 12 of the United States Securities Exchange Act of 1934 or which is subject to the 
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requirements of Section 15(d) of such Act or which is registered as an investment company under the United States 
Investment Company Act of 1940, except as follows: 
Name of Companies in which 


Name of Director such Directorshipheld 
AWE, Downing, sqyinicn svete yee ways ce 1 ath Pak eee ee Hiram Walker Resources Ltd. 
FW Fitzpatrick 9 sche coke ocare cen Hea fc ol ena oe tae Mark Products, Inc. 
Bralorne Resources Limited 
W. DaH: Gardiner. scone gone sot eck oe oak aa ee ee ee Hiram Walker Resources Ltd. 
Ni-Cal Developments Ltd. 
ReF Haskaynes cise ose 3G oe hones See eee a mee ee eee Hiram Walker Resources Ltd. 
Scurry-Rainbow Oil Limited 
P. A. Nadeau. 20.0.6 zw, nearer, fe rary caer ny ar a Bell Canada 
R. B. Petersoms: ie ieepseae nicica kt Sette cect ec rn Imperial Oil Limited 
W2 JeY OUNB a 2. cays Sees Cees Smee ia ial eee Imperial Oil Limited 
BOARD AND COMMITTEES 


The Audit Committee, presently comprising W. A. Dimma, W. D. H. Gardiner and E. H. Orser, held three 
meetings during 1984. The principal function of the Audit Committee is to review the Company’s annual financial 
statements and recommend their approval or otherwise to the Board. 


The Finance and Investment Committee, presently comprising R. K. Heule, H. G. MacNeill, A. R. 
McCallum and G. H. Thomson, held four meetings-during 1984. The principal function of the Finance and 
Investment Committee is to establish objectives and policies for the Company’s investment program and to review 
and make recommendations on other matters relating to the financial position and requirements of the Company. 


The Compensation Committee, presently comprising D. G. Campbell, A. E. Downing and W. J. Young, 
held five meetings during 1984. The principal functions of the Compensation Committee are to review the Com- 
pany’s compensation policies and management succession plans and make recommendations concerning the same 
to the Board. 


The Acquisition Committee, presently comprising W. D. H. Gardiner, R. F. Haskayne, R. K. Heule, H. G. 
MacNeill, A. R. McCallum, R. B. Peterson and W. J. Young, held two meetings during 1984. The function of the 
Acquisition Committee is to review Management’s proposals regarding corporate acquisition candidates and 
make recommendations concerning such matters to the Board. 


There were nine meetings of the Board during 1984. All members of the Board, with the exception of W. A. 
Dimma and F. W. Fitzpatrick, attended at least 75 percent of the total of all meetings of the Board and all Com- 
mittees of which they were members during the year. 


APPOINTMENT OF AUDITORS 

Price Waterhouse have been auditors of the Company since 1949. Unless otherwise specified in a proxy that 
the common shares represented by the proxy shall be withheld from voting for, or voted against, the appointment of 
auditors, the persons designated in the enclosed form of proxy intend to vote the proxy for re-appointment of Price 
Waterhouse as auditors of the Company to hold office until the next Annual Meeting of Shareholders. Representa- 
tives of Price Waterhouse are expected to be present at the Meeting, will have the opportunity to make a statement 
if they desire to do so and are expected to be available to respond to appropriate questions. 
REMUNERATION OF DIRECTORS 


Directors’ 
Fees Salaries Bonuses Totals 
AS DIRECTORS (1) 


Number of Directors: 22 $172,000 
15 current and 
7 former directors 
Body Corporate incurring the expense: 
Interprovincial Pipe Line Limited 
REMUNERATION OF OFFICERS 
AS OFFICERS (2) 
Number of Officers: 8 _ $980,000 $980,000 
Body Corporate incurring the expense: : 
Interprovincial Pipe Line Limited 


TOTALS $172,000 | $980,000 [Prqientepl $1,152,000 
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REMUNERATION OF MANAGEMENT 


$172,000 


(1) Directors’ fees are paid only to directors who are not officers. Each such director is paid an annual fee of $7,000 for service as a director, 
plus fees of $500 for each directors’ and committee meeting attended. 

(2) Compensation, other than as indicated in the above table or under Option And Other Remuneration Plans below paid or distributed with 
respect to all officers as a group during 1984 was less than the lesser of $25,000 times the number of persons in the group and 10% of the 
total remuneration reported for such officers. All such officers are considered executive officers. 


The following table sets forth the compensation paid or distributed to the Company’s five highest paid 
officers for services rendered to the Company and its subsidiaries during 1984. 


Name Capacities in which served Cash Compensation (1) 
I CUIE gy crnck ee Ua. Presidentand @ niemr xecutiveOmicen, «1. ws ae ers eee $205,000 
RSE COLES ON hts nA Ys ots Vice-Presidentand General Manager................... $150,000 
DA RS Manin osc Secs WicesPresident— Resources, 45 sais fees ee $137,000 
eG. sheasDy po 55 /na ViceePresident and General Counsel. =... wn. ee. aces $126,000 
aw EBlaine st ees Wice-Presidentand Freasurers 5 tenn ce ene oe hes we $111,000 


(1) Consists solely of salaries. 


OPTION AND OTHER REMUNERATION PLANS 
Stock Option Plans 


Options to purchase common shares of the Company are outstanding under the Company’s Incentive 
Stock Option Plan (1969). The Plan authorized the Board of Directors to grant options, with terms of up to ten 
years, to key employees of the Company and its subsidiaries. As at March 8, 1985, options to acquire 14,500 
unissued common shares were outstanding and held by 5 employees. As provided in the Plan, the exercise price for 
each option is not less than 90% of the fair market value on the date of grant. No additional shares are available for 
granting under the 1969 Plan. With respect to the 1969 Plan, the net value realized (market value of the shares 
purchased less the option price) upon exercise of options in 1984 by any of the officers named in the table on page 6 
was as follows: Mr. Heule, $65,625; Mr. Cole, $65,625; and by all officers as a group, $131,250. 


An Incentive Stock Option Plan (1984) was adopted in 1984 which authorizes options with respect to a max- 
imum of 400,000 common shares. The Board’s Compensation Committee is authorized, subject to Board approval, 
to designate key employees of the Company and its subsidiaries to whom options or other rights under the Plan 
may be granted. The options may have terms of up to ten years, become exercisable only after one year following 
the date of grant and in such installments as the Committee determines. Options may have exercise prices not less 
than 90% of the fair market value on the date of grant payable in cash, the Company’s securities or a combination 
of both, at the Committee’s discretion. The options may include incentive stock options under Section 422A of the 
USS. Internal Revenue Code, in which case the exercise price will not be less than 100% of fair market value on the 
date of grant. The Plan also authorizes the grant of stock appreciation rights permitting the surrender of exer- 
cisable options in exchange for a payment equal to the excess of the fair market value of the shares covered by the 
surrendered option over the exercise price (not to exceed 100% of such exercise price), payable in the form of 
shares of the Company, cash or a combination of both. In addition, the Plan authorizes the grant of dividend 
equivalent rights, having a maximum life of five years, under which the Company credits to the option holder’s 
account, on each dividend payment date, an amount equal to the dividend that would be payable on a number of 
shares equal to the number of rights held (not exceeding the number of shares subject to the related option), to be 
paid to the option holder when the option or related stock appreciation right is exercised, or is exercisable and 
expires (subject to a maximum payment of 50% of the option exercise price). The Plan contains provisions for 
payments in liquidation of options and stock appreciation rights, whether or not then exercisable, in certain cases 
of mergers or reorganizations of the Company. 


With respect to the 1984 Plan, options to purchase 44,400 unissued common shares were granted on June 7, 
1984 to 22 employees of the Company and its subsidiaries. These options, not exercisable until after June 7, 1985, 
were granted at $27.00 per share, which was 100% of the fair market value of a share of the Company on June 7, 
1984, and were all outstanding as at March 8, 1985. Each option carried with it a dividend equivalent right and 
certain employees received options carrying with them stock appreciation rights. The officers named in the above 
table were granted options on the following numbers of shares: Mr. Heule, 8,000; Mr. Cole, 4,000; Mr. Martin, 
4,000; Mr. Sheasby, 4,000; Mr. Blaine, 4,000 and all officers as a group 28,000 shares. Each of these options carried 
with it stock appreciation rights as well as a number of dividend equivalent rights equal to the shares covered 
by the option. 


Pension Plan 
The Company has a trusteed non-contributory pension plan covering all full time employees. Each retiring 
participant receives an annuity, payable monthly, equal to 1.6% of the average of the participant’s highest annual 


g 


basic compensation during three consecutive years out of the last ten consecutive years of credited service, multi- 
plied by the number of years of credited service. The retirement benefit under the Plan is subject to a maximum 
pension of $60,000 per year but, to the extent this limitation applies in any case, the Company presently intends to 
pay a supplemental retirement allowance sufficient to provide the portion of the annuity to which the participant 
would be entitled absent the limitation. The estimated aggregate cost to the Company in 1984 of all pension 
benefits proposed to be paid by the Company to directors and officers under its pension plan in the event of 
retirement at normal retirement age was $80,722. The estimated annual benefits (including both Plan and supple- 
mental retirement allowance payments) upon retirement at normal retirement age (65) for each of the officers 
named in the table on page 7 are as follows: Mr. Heule, $129,422; Mr. Cole, $86,275; Mr. Martin, $57,409; Mr. 
Sheasby, $44,803; and Mr. Blaine, $39, 583. 


Employees’ Savings Plan 

Under the Company’s Employees’ Savings Plan, each employee eligible under the Company’s pension plan 
may participate by authorizing payroll deductions in maximums ranging from 1% (where credited service is less 
than two years) to 5% (where it is five years or more) of current earnings. Concurrently with each such participant 
contribution, the Company is required to contribute out of profits a matching amount, which is vested when con- 
tributed. The participant and Company contributions are paid to trustees to be held for the accounts of the partici- 
pants, subject to the participants’ instructions for investment. The amounts in the participants’ accounts are to be 
distributed upon termination of service subject to certain provisions regarding limited prior withdrawals. The 
contributions by the Company in 1984 under the Plan for the account of each officer named in the table on page 7 
were as follows: Mr. Heule, $10,250; Mr. Cole, $7,500; Mr. Martin, $6,850; Mr. Sheasby, $6,300; Mr. Blaine, 
$5,550; and for all officers as a group, $45,150. 


DIRECTORS’ AND OFFICERS’ INSURANCE 

The Company maintains insurance for the benefit of the Company and its directors and officers as a group, 
in respect of the performance by them of the duties of their office. The amount of insurance purchased is 
$25,000,000 with a $7,500 deductible in respect of each claim. The premium for such insurance for the 12-month 
period ended December 31, 1984 was $13,284. The premium is paid without distinction as to directors as a group 
or Officers as a group and the total cost of the insurance is paid by the Company. 


FINANCIAL STATEMENTS 

The directors will place before the Meeting the Directors’ Report to Shareholders and the Consolidated 
Financial Statements and Auditors’ Report for the fiscal year ended December 31, 1984. The 1984 Annual Report 
to Shareholders which contains Consolidated Financial Statements and Auditors’ Report accompanies this Circu- 
lar and additional copies are available at the office of the Corporate Secretary of the Company or the Toronto 
office of the Transfer Agent of the Company. 


1986 ANNUAL MEETING OF SHAREHOLDERS 


The Canada Business Corporations Act, which governs the Company, provides that shareholder proposals 
must be received by January 10, 1986 to be considered for inclusion in the Management Proxy Circular and form 
of proxy for the 1986 Annual Meeting of Shareholders, which is expected to be held on April 9, 1986. 


DATED at Toronto, Ontario as of the 8th day of March, 1985. 


The contents and sending of this Management Proxy Circular have been approved by the directors of the 
Company. 


PON? STs JOHN 
Corporate Secretary 


During the year, R.K. Heule 


(right), President of the Com- 
pany for the past eight years, 


was elected Chairman and 
Chief Executive Officer. 

G.E. Courtnage (left) joined 
IPL as President and Chief 

Operating Officer. 


keport to shareholders 


IPL achieved record earnings for the fifth consecutive 
year. With our current expansion program, future 
expansion possibilities, sound financial position and 

strong management, the future is, indeed, promising. 


In 1985, IPL achieved record earnings 

for the fifth consecutive year. Earnings 

of $139 million, or $3.71 per share, 
represented a 7% increase on the $130 
million, or $3.47 per share, attained 

in 1984. The improvement was mainly 
due to higher income from Hiram Walker 
Resources Ltd. Earnings from the Norman 
Wells pipeline and a higher U.S. ex- 
change rate offset a decline in earnings 


from the Canadian pipeline system and 
investment income. 

Effective December 1, the annual 
dividend to shareholders was increased 
by 11% to $2.00 per share. The Company 
has maintained or increased its dividend 
each year since the initial payment 
in 1952. 

System deliveries of crude oil and 
other liquid hydrocarbons averaged 
221 000 m?/d, up 4% from the previous 
year. The deregulation of crude oil prices 
in Canada has caused a shift in the Com- 
pany’s delivery pattern with increased 
deliveries to the U.S. Midwest more than 
offsetting a drop in deliveries to Eastern 
Canada. 

The Norman Wells pipeline, which 
has been the Company’s major construc- 
tion project over the past few years, 
began operating last April, ahead of 
schedule and under budget. This signifi- 
cant accomplishment places the Com- 
pany in a strong position to participate in 
any pipeline from the far north. 

As previously announced, IPL is ina 
period of growth marked by a major ex- 
pansion program to increase the capacity 
of its pipeline system between Edmonton 
and Superior, Wisconsin. The three-phase 
program, which is described later in this 
report, is estimated to cost $400 million 
and, when completed in late 1987, will 
add 52 000 m°/d to the system’s capacity. 


A number of planned projects in 
Canada, related to heavy oil, expanded 
synthetic crude oil facilities and oil from 
the Beaufort Sea-Mackenzie Delta area, 
could require further expansion of IPLs 
pipeline system. Recent reductions in the 
world price of oil, however, likely will 
affect the timing and implementation of 
these projects. 

In our past two reports we have re- 
ferred to diversification plans and, specifi- 
cally, our intention to pursue appropriate 
investments in the upstream oil and gas 
sector. While fundamental changes in 
world supply dictate a cautious approach, 
and our overriding commitment is to the 
core pipeline business, a continuing goal 
is diversification into oil and gas when 
the time is right and at a level consistent 
with available financial resources. 

The outlook for 1986 is positive and 
earnings are forecast to increase modestly. 
With the Company's current expansion 
program, future expansion possibilities, 
sound financial position and strong man- 
agement, the future beyond 1986 is, 
indeed, promising. 

IPLs continued success and growth 
is, in large measure, a reflection of the 
dedication and hard work of our employ- 
ees. We appreciate their efforts and confi- 
dently look ahead, knowing we have the 
ability to meet future challenges. 


R.K. Heule, Chairman & 
Chief Executive Officer 


G.E. Courtnage, President & 
Chief Operating Officer - 
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movement of natural gas liquids are developments 
that promise opportunities to fully utilize the 
Companys facilities and invest in new ones. 


Deliveries 

System deliveries of crude oil and other 
liquid hydrocarbons averaged 221 000 
m°?/d during 1985, compared with 1984 
deliveries of 212 000 m°/d. 

Canadian crude oil deliveries to U.S. 
refiners climbed to an average of 65 000 
m°/d, an increase of 35% over 1984 
levels. Deliveries to Eastern Canada 
were down 7% because of lower refinery 
crude runs in Ontario and Quebec and 
the termination of Federal Government 
subsidies for Western Canadian crude oil 
destined for Atlantic refiners. Late in the 
year, however, deliveries to Montreal 
began to increase because Canadian 
crude oil was priced competitively with 
foreign crude oil. 

Prairie deliveries were greater in 
1985 because of the improved economic 
climate in Western Canada and the start 
of deliveries from Norman Wells to north- 
ern Alberta. 


Refined product demand 

Canadian demand for refined products 
continued to decline in 1985. In Eastern 
Canada, demand was down 3% from 
1984 levels. Middle distillates and heavy 
fuel oil suffered the largest decrease, 
with motor gasoline demand remaining 
flat. In contrast, Prairie demand for 
refined products increased by 2%. 


Deregulation of crude oil prices 
In the spring of 1985, the Federal Govern- 
ment moved to deregulate Canadian 
crude oil prices within the parameters of 
the Western Accord. This agreement 
between the Federal Government and 
the energy-producing provinces of Sas- 
katchewan, Alberta and British Columbia 
called for the total deregulation of Cana- 
dian crude oil pricing and marketing, took 
steps to make the natural gas industry 
more market oriented and eliminated a 
number of Federal oil and gas taxes. 
Since June, oil producers have been 
able to negotiate sales contracts directly 
with crude oil buyers, with the price set 
in the marketplace, and now have the 
Opportunity to develop new or expanded 
markets. With these new opportunities 
comes the risk of full exposure to inter- 
national crude oil supplies: foreign 
exchange; spot market pricing; and 
competition. 

The Federal Government and the 
producing provinces have maintained a 
variety of fiscal incentives complementing 
measures introduced in the Western 
Accord. These incentives are an attempt 
to encourage drilling and enhanced oil 
recovery, leading to potentially greater 
crude oil production in the future. In this 
new environment, some oil industry mem- 
bers have suggested that Canada’s crude 
oil transportation system should have 
sufficient capacity to allow producers to 
deliver into the highest net-back markets. 
Such flexibility would place additional 
demands on the Company's pipeline. 


Sidney Korzeniewski, terminal 


gauger at Griffith, Indiana, 


monitors the movement of 


various petroleum streams 


through the Lakehead system. 


Deliveries (m°/d) 1985 1984 1983 
Prairies 
Light oil 13 541 9 480 10 832 
Medium & heavy oil 501 340 709 
Refined products 13 808 14 430 11 043 
27 850 24 250 22 584 
United States 
Light oil 36 990 26 627 19 816 
Medium & heavy oil 39 244 34 853 32 382 
76 234 61 480 52 198 
Eastern Canada 
Light oil 91 875 103 090 105 891 
Medium & heavy oil 14 139 12 181 8 946 
Natural gas liquids 10 651 10 600 9 237 
116 665 125 871 124 074 
Total deliveries 220 749 211 601 198 856 


orman Wells oil is making an important 


contribution to Canadas supply of light crude 
oil. Completion of the pipeline has stimulated 
exploration activity along its route and it ts 
reasonable to expect important new production. 


A climate of stable prices would pre- 
sent an encouraging outlook for the Cana- 
dian oil industry. While conventional light 
crude oil production is forecast to decline, 
production of bitumen will be developed 
to meet a growing demand in U.S. Mid- 
west markets. Concurrently, projected 
growth in natural gas sales should lead 
to a greater movement of natural gas 
liquids. These developments would pro- 
vide the Company with opportunities to 
fully utilize existing facilities and invest in 
new and expanded ones. 


Norman Wells project 

The 866 km Norman Wells pipeline was 
placed in service in April, 1985, ata 
capital cost of $360 million, down from 
the 1984 forecast of $400 million. The 
initial design capacity of the 324 mm 

(12 inch) diameter pipeline is 4 800 m°/d 
and throughput since start-up has aver- 
aged 3 800 m°/d. 

Norman Wells oil is making an impor- 
tant contribution to Canada’s supply of 
light crude oil. Completion of the pipeline 
has also stimulated exploration activity 
along its route and it is reasonable to 
expect important new production. In addi- 
tion to crude oil receipts from Norman 
Wells, development activity in Northwest- 
ern Alberta has required the construction 
of additional receiving facilities to handle 
increased short-haul volumes. 

The Company has clearly demon- 
strated that a pipeline, when properly 


engineered and managed, can be con- 
structed in the Arctic’s harsh terrain and 
climate. The experience gained during 
six years of planning, development, en- 
vironmental and regulatory hearings and 
construction of the pipeline has moved 
IPL into a strategic position to participate 
in any pipeline from the Beaufort Sea- 
Mackenzie Delta area. Recent reductions 
in the price of crude oil may affect the 
timing and implementation of such an 
expansion. 

Part of IPL’s strategy throughout this 
construction project was to encourage 
business and employment opportunities 
for northerners and the Company’s 
efforts in this regard have exceeded its 
stated commitments. 


Propane project 

After extensive public hearings, the 
National Energy Board approved IPLs 
proposal to convert an existing pipeline 
between Sarnia and the Hamilton area 
from crude oil to propane service and to 
construct related truck and rail loading 
facilities in the Town of Flamborough, 
near Hamilton. The project is now await- 
ing regulatory approval on tariff matters. 


Tariffs and rate regulation 

IPL’s earnings on pipeline operations in 
Canada are regulated by the National 
Energy Board on the basis of a return on 
rate base. The NEB has authorized a 
15.25% equity rate of return on assets of 
the Canadian system, excluding the 
Montreal Extension, which operates on a 
breakeven basis after deficiency pay- 
ments from the Federal Government. The 


Maintenance technician 


Greg McEachren opens a 


valve at Edmonton Terminal, 


the point of entry into the 


IPL system for crude oil 


Jrom many of Alberta's 


producing fields. 


Norman Wells pipeline is regulated on a 
full cost of service basis, including a 16% 
return on equity. 

The NEB approved an average in- 
crease of 12% in the Company's tolls, 
effective January 1, 1986. The revised 
tolls are designed to restore IPLs rate of 
return to that approved by the NEB. 

Lakehead’s rates are regulated by the 
Federal Energy Regulatory Commission. 
Since the start of operations, Lakehead’s 
rates were based on a return on a valua- 
tion rate base, a method of regulation 
that incorporated a weighted average of 
the original cost and replacement cost. In 
June, FERC announced a decision that 
is intended as a guide for future rate 


regulation of oil pipelines in the U.S. 

A net depreciated trended original cost 
methodology has been adopted for rate 
making, together with a transitional rate 
base related to the valuation rate base 
previously used. Lakehead’s current rates 
are not expected to be affected by this 
decision. 

Current rates, in Canadian funds, for 
representative shipments of light crude 
oil from Edmonton to Sarnia and Montreal 
are $7.14/m° and $8.62/m*® respectively. 
The rates for heavier crude oil, natural 
gas liquids and refined products are 
slightly higher than light crude oil rates. 
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otal capital expenditures on the pipeline system 
in 1985 were $170 million. The first phase of IPL’s 
expansion program was completed, the second ts 
underway and the third ts scheduled to be finished in 1987. 


Capital expenditures 

Over the last two years, activity in the 
Canadian oil industry has increased con- 
siderably. Production of conventional light 
crude oil has been largely sustained, 
despite previous predictions of a decline. 
This is a result of deregulation of crude 
oil prices, Federal and Provincial Govern- 
ment incentives which have spurred ex- 
ploration, and new enhanced recovery 
technology, which is extending the lives 
of many old oil fields. 

There has also been a substantial 
increase in the production of Canadian 
heavy crude oil. Several large extraction 
facilities came into commercial operation 
in Alberta during 1985 and production in 
Saskatchewan has been increasing. 
Priced lower than conventional crude oil, 
heavy crude oil has become an attractive 
feedstock for refineries that can process 
it. The major market for heavy oil is in 
the U.S. Midwest. 


To meet growing oil transportation 
requirements, the Company has com- 
menced a three-phase expansion pro- 
gram to increase the capacity of the 
pipeline system between Edmonton 
and Superior. 


1985 Review 

Total capital expenditures on the pipeline 
system in 1985 were $170 million, includ- 
ing $70 million on the Norman Wells 
pipeline. Most of the remainder rep- 
resented modifications of existing facilities 
from Edmonton to Superior and expendi- 
tures on the expansion program. 

The first expansion phase was. com- 
pleted in the fall of 1985 at a cost of 
$18 million and resulted in a 12 000 m°/d 
increase in capacity. New pumping sta- 
tions were constructed and mainline 
piping modified. 

The Company initiated and invested 
$32 million in the second phase of the 
expansion, which will be completed in 
late 1986 at an estimated cost of $95 
million. This will increase the capacity of 
the pipeline by an additional 25 000 m°/d 
and consist of new pumping facilities, 
modification and addition to existing 
pumping stations and modification to the 
mainline piping and delivery facilities. 


Members of a maintenance 


crew prepare a section of 


pipe before the tie-in to the 


mainline. IPL’s maintenance 


crews played a key role in the 


1985 construction program. 


1986 Forecast 

Capital expenditures in 1986 are forecast 
to be $355 million, including $245 million 
for the third phase of the expansion pro- 
gram, which was submitted to the Na- 
tional Energy Board for approval in late 
1985. With completion scheduled for the 
last half of 1987, it will add a further 

15 000 m?/d of capacity at a total esti- 
mated cost of $295 million. This program 
will include the construction of a 508 mm 


(20 inch) diameter pipeline between Regina 


and Gretna, additional looping of 1 219 


mm (48 inch) diameter pipe, new pump- 
ing stations, modification to existing 
pumping units and mainline piping, and 
upgrading of delivery facilities at various 
locations. 

Following completion of these pro- 
jects, IPL will be equipped to meet the 
anticipated demands of Canadian and 
Midwest U.S. shippers in 1988 and 1989. 


The pipeline transportation system 


as at December 31, 1985 Canada 
Right-of-way (km) 3 157 
Pumping stations 37 
Installed power (kw) 415 895 


Line fill (m? provided by shippers) 2 256 000 


Kilometres of mainline pipe 


Diameter: 
mm inches Canada 
324 12 975 
406 16 681 
457 18 62 
508 20 1 287 
610 24 1 256 
660 26 3 
762 30 856 
864 34 1 245 
1219 48 361 
Total kilometres 6 726 
Tankage Number 
of Tanks 
Edmonton 27 
Hardisty 1 
Stony Beach 3 
Regina 
Cromer 14 
Gretna 
Clearbrook 
Superior 22 
Griffith 9 
Sarnia : 17 
Westover 6 
Total 119 


United States 


Total 


2799 5 956 
51 88 

332 455 748 350 
1914000 4170000 
United States Total 
42 1017 

= 681 
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Earnings, 
dividends and 
cash flow 

(in millions of $) 

B® Cash flow 

® Earnings 
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Financial review 


Results of operations 

Earnings in 1985 reached a record high of 
$139 million or $3.71 per share, compared 
with $130 million or $3.47 per share in 
1984 and $97 million or $3.38 per share 
in 1983. 

The improvement in 1985 earnings was 
mainly attributed to higher income from 
Hiram Walker Resources Ltd. Earnings 
from Norman Wells operations and ex- 
change gains on U.S. dollars offset a de- 
cline in earnings from Canadian pipeline 
operations and investment income. 

The 34% increase in earnings in 1984 
compared with 1983 resulted from the 
inclusion of IPLs share of earnings of HWR 
for a full year in 1984, versus three months 
in 1983, as well as from financial sources, 
such as the U.S. dollar exchange rate and 
short-term investment income. Earnings for 
the three years are analyzed below. 

Reduced long-haul shipments through 
the Canadian pipeline system in 1985, 
together with a 4.4% decrease in trans- 
portation rates, effective September, 1984, 
had an adverse impact on transportation 
revenue. In addition, power costs were up, 
due to higher power rates and increased 
deliveries of medium and heavy oils. As a 
result, IPLs 1985 return on rate base was 


lower than the 15.25% allowed by the NEB. 


Earnings 
(in millions of $) 


Canadian pipeline operations 
U.S. pipeline operations 
In U.S. dollars 
U.S. exchange 
Withholding taxes 
Norman Wells pipeline 
Investment and other income 


Substantial increases in Canadian crude 
oil exported to the U.S., mainly the Chicago 
area, helped to offset the decline in de- 
liveries to Montreal and Toronto in 1985 
and resulted in a modest increase in U.S. 
dollar transportation revenue. The Eastern 
Canadian markets were again adversely 
affected by refinery closures; however, U.S. 
revenues benefitted from higher Canadian 
exports of light oil. This net increase was 
more than sufficient to cover higher power 
and other operating costs, consequently 
earnings were comparable with 1984. The 
increase in earnings in 1984 over 1983 was 
attributed to higher volumes over the U.S. 
pipeline system. 

The Norman Wells pipeline had higher 
profits in the year, reflecting the return on 
approximately $90 million of equity in- 
vested. Commencement of operations 
added $55 million to revenue in 1985 as 
well as $4 million to operating costs, $10 
million to depreciation expense and $22 
million to interest expense. . 

Investment and other income was lower 
in 1985, returning to pre-1984 levels. Lower 
cash balances and investment yields oc- 
curred in 1985 and 1984's significant gains 
on debt retirements did not recur in 1985. 


Equity in HWR 


Total earnings 


1985 1984 1983 
$ 13 $ 19 $ 20 
53 53 50 
20 16 11 
(8) (8) (9) 
15 9 6 
11 16 10 
104 105 88 
~ 35 25 9 
$139 $130 S297, 


Long-term debt/ 
long-term debt & 
equity 

(%) 

®@ Consolidated 

f™ Excluding project debt 


Liquidity and capital resources 

The Company maintained its strong liquidity 
position during 1985. Cash provided from 
operations grew from $142 million in 1983 
to $165 million in 1984 and $187 million in 
1985. Earnings from the start-up of Norman 
Wells operations were a major contributing 
factor in 1985. Operating cash flow in each 
of the last three years was adequate to 
cover dividend payments, debt retirements 
and normal capital expenditures on the 
pipeline system. In fact, dividends paid 
were increased from $1.60 per share in 
1983 to $1.85 per share in 1985. Effective 
December 1, 1985, the annual dividend 
rate was increased to $2.00 per share. 

To provide long-term financing for the 
Norman Wells pipeline, Interprovincial Pipe 
Line (NW) Ltd. sold $80 million Series C 
Debentures at par in September, 1985. 
These debentures consisted of two parts: 
$29 million of Serial Debentures maturing 
1986 to 1990 with an average interest rate 
of 10.40%; and $51 million of Sinking Fund 
Debentures maturing in 1999 with an in- 
terest rate of 11.10%. Together with $100 
million of 13.40% Series A Debentures and 
$75 million of 12.70% Series B Debentures 
sold in April and November, 1984 respec- 
tively, the sale of Series C Debentures 
completed the long-term financing for the 
Norman Wells pipeline. 

Cash and net short-term investments 
decreased from $176 million to $158 million 
during 1985, reflecting large capital expendi- 
tures made in connection with the capacity 
expansion program which began in 1985 
and $34 million invested in shares of Hiram 
Walker Resources Ltd. The objective of the 
additional investment in HWR was to main- 
tain IPLs equity position in that company, 
which had been gradually diluted since 
October 1983. The dilution resulted from 
shares issued by HWR under conversions 
of preference to common shares, stock 
dividend and dividend reinvestment plans. 


The ratio of long-term debt to long-term 
debt plus equity remained stable at 40.5% 
at December 31, 1985, compared with 
41.0% at the previous year end. Earnings 
coverage of interest dropped from 7.5 
times in 1984 to 5.5 times in 1985 due to 
inclusion for the first time of interest expense 
on Norman Wells debt. 

Excluding the $249 million non-recourse 
Norman Wells debt and the $125 million 
debt of the Sarnia to Montreal pipeline, the 
proportion of debt to debt plus equity would 
decline to 18.6% from 21.4% and the cover- 
age of interest expense would improve to 
14.8 times from 12.9 times. Under the 
terms of the Norman Wells Pipeline Agree- 
ment, debt repayment has been secured 
by Imperial Oil Limited. Also, under the 
terms of a Deficiency Agreement, the Fed- 
eral Government has similar obligations 
with respect to the Montreal Extension 
debt. Therefore, the financial strength of 
the Company is more appropriately re- 
flected by excluding these debt issues from 
the financial ratios above. 


Outlook 

Earnings are expected to maintain the 
upward trend in 1986, with Canadian 
pipeline operations showing significant 
improvement under new tariffs approved by 
the NEB. 

Subject to market conditions, the Com- 
pany expects to raise approximately $200 
million of long-term fixed rate debt in 
Canada to finance its expansion program. 

With a large cash position, growing 
operating cash flow, credit strength and a 
demonstrated ability to obtain appropriate 
external financing, the Company remains 
in a strong and liquid position to meet its 
internal and external financial commitments 
as. well as other investment opportunities 
that may arise. 
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Reporting the effects of 

changing prices 

The Canadian Institute of Chartered 
Accountants has recommended that certain 
large public companies report the effects of 
changing prices on their operations on an 
unaudited basis. The Company has re- 
viewed these recommendations and has 
determined that such information would not 
appropriately reflect the economics of its 
pipeline operations. Under regulations in 
Canada, only historical costs of the pipeline 
system are recoverable in revenue; the 
excess of current cost over historical cost 
and the related increased depreciation 
charge are not recoverable and, therefore, 
current cost information would be mislead- 
ing. However, based on past regulatory 
practices both in Canada and the United 
States, the Company believes that it will be 
allowed to earn a fair return on investors’ 
capital when replacement of facilities occurs 
in the future. 


Hiram Walker Resources Ltd. 

In 1985, equity earnings from the Com- 
pany’s investment in Hiram Walker Re- 
sources Ltd. amounted to $35 million, a 
substantial increase over 1984's total of 
$25 million. The $9 million of equity earned 
in 1983 reflected IPL interest for three 
months, effective from the acquisition date 
of October 1, 1983. 

IPL owns a 17% interest in HWR, which 
operates in three principal businesses: 
distilled spirits; natural resources; and 
natural gas distribution. HWR’s earnings for 
its fiscal year ended September 30, 1985 
were $319 million, up 30% from the previ- 
ous year’s earnings of $245 million. In- 
cluded in the above in 1985 was $33 million 
of earnings from HWR'’s 34% equity interest 
in IPL, compared with $30 million in 1984. 


Higher earnings from operations in 
each of the three principal businesses was 
the main reason for HWR’s significant 
earnings improvement. However, lower 
finance charges and the utilization of tax 
losses incurred previously in the U.S. natural 
resource sector were other contributing 
factors. 

In the distilled spirits segment, earnings 
from operations continued their steady 
upward trend from a low in 1983. This 
performance was noteworthy, given con- 
tinued difficult economic conditions in most 
markets, together with the maturity of the 
distilled spirits industry. HWR expects to 
maintain its relative industry strength and 
high rate of return in this competitive envi- 
ronment by maintaining its primary focus 
on a limited number of high-image, high- 
margin brands while continuing to pursue 
selective acquisitions and new product 
introductions. 

Earnings from oil and gas operations 
showed the greatest improvement amongst 
the three businesses, increasing 59% in 
1985. Higher revenue in both Canada and 
the U.S., along with lower depletion charges 
and operating expenses in the U.S., were 
reasons for the improved performance. 
Despite the uncertainty of future oil prices, 
HWR continues to view energy investments 
positively in the long term. 

A continued but slower rate of growth in 
earnings from operations in the gas utility 
business was attributed to non-recurring 
gas costs, which adversely affected 1984’s 
results, offset by lower revenue due to 
warmer weather. With an expanding cus- 
tomer base and acceptance of gas as a 
safe, economical energy choice, further 
steady growth is envisaged. 

An increase in HWR’s quarterly dividend 
from 35 cents to 37 cents per share was 
declared, payable January 1, 1986, follow- 
ing a similar 2 cents per share increase on 
January 1, 1985. 


Interprovincial Pipe Line Limited 


and subsidiary companies 


Year ended December 31 


(in thousands of dollars except per share amounts) 1985 1984 1983 
Income 
Transportation revenue $501,144 $436,982 $405,304 
Montreal Extension Deficiency Agreement (Note 2) 8,326 7,430 7,369 
Interest and other income 24,981 30,830 19,128 
Allowance for equity funds used during construction 5,888 9,641 6,478 
540,339 484,883 438,279 
Expenses 
Power 112,767 100,725 79,862 
Operating and administrative 79,382 68,720 68,794 
Property and other taxes 25,916 24,277 22,230 
Depreciation and amortization 58,621 45,937 45,470 
Interest on long term debt 54,263 36,244 36,781 
330,949 275,903 253,137 
Earnings before the undernoted 209,390 208,980 185,142 
Income taxes (Note 9) 105,816 104,315 96,819 
103,574 104,665 88,323 
Equity in earnings of 
Hiram Walker Resources Ltd. 35,212 24,943 8,683 
Earnings for the year $138,786 $129,608 $ 97,006 
Earnings per share $3.71 $3.47 $3.38 
Dividends per share $1.85 $1.70 $1.60 


Consolidated statement of retained earnings 


Year ended December 31 


(in thousands of dollars) 1985 1984 1983 
Balance at beginning of year $366,921 $300,734 $249,596 
Earnings for the year 138,786 129,608 97,006 

505,707 430,342 346,602 
Dividends 69,129 63,421 45,868 
Balance at end of year $436,578 $366,921 $300,734 
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Interprovincial Pipe Line Limited 


and subsidiary companies 


(in thousands of dollars) 


December 31 


1985 1984 
Assets 
Current Assets: 
Cash, including bank term deposits $ 101,739 $ 138,472 
Short term investments, at lower of cost and market 93,453 T2371 
Accounts receivable — 
Transportation charges 26,307 30,450 
Other 8,555 8,163 
Materials and supplies, at cost 5,257 3,881 
Prepaid expenses 590 558 
235,901 254,275 
Deferred Charges and Other Assets (Note 3) 20,109 29,067 
Investment in Hiram Walker Resources Ltd. (Note 4) 376,105 313,612 
Pipeline Transportation System, at cost (Note 5) 1,832,733 1,608,261 
Less —Accumulated depreciation and amortization 723,143 647,832 
1,109,590 960,429 
$1,741,705 $1,557,383 


The financial statements have been approved 
by the Board: 


p/n 


Director 


Director 


December 31 


1985 1984 
Liabilities 
Current Liabilities: 
Short term borrowings $ 36,819 $ 35,695 
Accounts payable 30,948 22/13 
Interest accrued 18,087 16,124 
Income and other taxes 16,629 18,205 
Current portion of long term debt 21,604 7,811 
124,087 100,608 
Long Term Debt (Note 6) 562,791 SIO 0 
Deferred Income Taxes 208,415 182,537 
Deferred Investment Tax Credits 20,294 19,448 
Shareholders’ Equity 
Capital Stock (Note 7) 385,289 384,238 
Contributed Surplus 23,265 23,265 
Retained Earnings 436,578 366,921 
Foreign Currency Translation Adjustments 41,627 20,752 
Reciprocal Shareholding (Note 4) (60,641) (55,457) 
826,118 739,719 
$1,741,705 $1,557,383 


Auditors’ report 


To the Shareholders of 
Interprovincial Pipe Line Limited: 


We have examined the consolidated 
balance sheets of Interprovincial Pipe Line 
Limited as at December 31, 1985 and 1984 
and the consolidated statements of earnings, 
retained earnings and changes in financial 
position for each of the three years in 
the period ended December 31, 1985. Our 
examinations were made in accordance with 
generally accepted auditing standards, and 
accordingly included such tests and other 
procedures as we considered necessary in 
the circumstances. 


In our opinion, these consolidated finan- 
cial statements present fairly the financial 
position of the company as at December 31, 
1985 and 1984 and the results of its opera- 
tions and the changes in its financial position 
for each of the three years in the period ended 
December 31, 1985 in accordance with gener- 
ally accepted accounting principles in Canada 
applied on a basis consistent with that of the 
preceding year. 


UCR) Fates 


Chartered Accountants 


Edmonton, Alberta 
February 6, 1986 


Interprovincial Pipe Line Limited 


and subsidiary companies 


Year ended December 31 


(in thousands of dollars) 1985 1984 1983 
Cash generated internally: 

Earnings for the year $138,786 $129,608 $ 97,006 
Charges (credits) to earnings not affecting cash: 

Depreciation and amortization 58,621 45,937 45,470 

Deferred income taxes 18,825 11,369 6,294 

Deferred investment tax credits (268) (1,083) 853 

Equity in undistributed earnings of 

Hiram Walker Resources Ltd. (15,563) (6,719) (4,195) 

Allowance for equity funds used during construction (5,888) (9,641) (6,478) 

Deferred transportation charges (6,619) 

Other (618) (4,947) 2557 
Provided from operations 187,276 164,524 141,507 
Decrease (increase) in non-cash working capital 10,905 (2,010) 1,672 

198,181 162,514 143,179 
Cash required: 
Dividends: 

Regular 69,129 63,421 45,868 

Reciprocal shareholding 3,955 3,677 878 
Long term debt retirements 23,613 42,667 20,/57 

96,697 109,765 73,503 
Net cash generated internally 101,484 52,749 69,676 
Cash invested: 
Pipeline transportation system 169,773 185,563 92,581 
Shares of Hiram Walker Resources Ltd. 33,524 353,600 
Other 1,430 16,263 2,080 
204,727 201,826 448,504 
Net cash deficiency 103,243 149,077 378,828 
External financing: 
Debentures issued 80,000 175,000 50,000 
Norman Wells pipeline interim project financing (12,039) (26,087) 38,126 
Mortgage 14,906 
Capital stock issued to: 
Hiram Walker Resources Ltd. 353,600 
Others 1,051 1122 1,246 
83,918 150,035 442,972 
Increase (decrease) in cash before the 

undernoted (19,325) 958 64,144 
Effect of exchange rate changes 2,170 3,413 976 
Increase (decrease) in cash (17,155) 4,371 65,120 
Cash at beginning of year 175,528 171,757 106,037 
Cash at end of year $158,373 $175,528 St7 15157 


For purposes of this statement cash is defined as cash and short term investments less short term borrowings. 
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Interprovincial Pipe Line Limited 


and subsidiary companies 
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1. Summary of Significant Accounting Policies: 


The consolidated financial statements are prepared 
in accordance with accounting principles generally 
accepted in Canada and conform in all material 
respects with United States generally accepted 
accounting principles and the historical cost 
accounting standards of the International Accounting 
Standards Committee. 


Principles of consolidation 

The consolidated financial statements include the 
accounts of Interprovincial Pipe Line Limited (“Inter- 
provincial”) and its wholly-owned subsidiaries, 
Interprovincial Pipe Line (NW) Ltd. (“Interprovincial 
(NW)”) and Interprovincial Pipe Line (Alberta) Ltd. in 
Canada and Lakehead Pipe Line Company, Inc. 
(“Lakehead”) and its wholly-owned subsidiary, LPL 
Investments, Inc., inthe United States. 


Equity accounting 
Interprovincial’s investment in Hiram Walker Re- 
sources Ltd. (“HWR’”) is accounted for by the equity 
method. The excess of purchase price over net book 
value of the HWR shares is being charged to earnings 
on the straight-line basis over a period of 40 years. 
Interprovincial, through LPL Investments, Inc., is a 
35% partner in Frontier Pipeline Company which is 
also accounted for on the equity basis. 


Regulation 

Interprovincial, Interprovincial (NW) and Lakehead 

own and operate a pipeline system for the transporta- 

tion of crude oil and other liquid hydrocarbons. 
Construction, operations, accounting and rates 

in Canada are under the regulatory authority of 

the National Energy Board. Rates, accounting 

and other practices in the United States are under 

the regulatory authority of the Federal Energy Reg- 

ulatory Commission. 


Foreign currency translation 

The company follows the current rate method 

under which the accounts of Interprovincial’s U.S. 
subsidiary are translated into Canadian dollars in 
accordance with procedures recommended for 
self-sustaining foreign operations. Revenue and 
expense items, including depreciation and amortiza- 
tion, are translated at monthly rates of exchange. 
Assets and liabilities are translated at the rate of 
exchange in effect at the balance sheet date. Foreign 
currency translation adjustments, including the 
company’s proportionate share of HWR’s adjust- 
ments, are recorded as a separate component of 
Shareholders’ Equity. 


Discount and expense on long term debt 
The balance of unamortized discount and expense is 
being amortized on the straight-line basis over the life 
of the debt. 


Pipeline transportation system, 
depreciation and amortization 

Expenditures for system expansion and major renew- 
als and betterments are capitalized whereas mainte- 
nance and repair costs are charged to operating 
expenses as incurred. 


The Canadian companies follow the accounting 
practice of capitalizing, at rates authorized by 
the National Energy Board, an allowance for debt 
and equity funds required to finance construction 
in Canada. 

Lakehead capitalizes an allowance for interest 
incurred on external borrowings in accordance with 
the Financial Accounting Standards statement 
Capitalization of Interest Cost. 

The company provides for depreciation of 
fixed assets, excluding the Montreal Extension, 
on the straight-line basis at rates that average 
approximately 3.5%. . 

In accordance with terms of the Deficiency Agree- 
ment with the Canadian Government, Interprovincial 
is providing for depreciation of all Montreal Extension 
depreciable facilities on a 20-year straight-line basis. 

When fixed assets are retired or otherwise dis- 
posed of, the cost less net salvage is charged to 
accumulated depreciation, except for unusual dispos- 
als for which the profit or loss is included in earnings 
as approved or directed by regulatory authorities. 


Deferred income and withholding taxes 

The company follows the tax allocation basis of 
accounting. Under income tax regulations, deprecia- 
tion and other costs deducted for tax purposes may 
differ from the amounts recorded in the accounts. The 
company claims deductions permitted for tax pur- 
poses which result in maximum benefits and deferral 
of taxes to years when amounts deductible are less 
than amounts recorded in the accounts. 

Earnings of Lakehead are subject to a 10% U.S. 
withholding tax when paid as dividends to Interprovin- 
cial. It has not been considered necessary to provide 
for this tax on retained earnings of $81,345,000 U.S. 
of Lakehead at December 31, 1985 because it is 
expected to remain a part of the permanent capital of 
that company. 


Deferred investment tax credits 

The United States subsidiary companies are allowed 
credits against income taxes payable of a specified 
percentage of the cost of most depreciable assets 
acquired and placed into service. These credits have 
been deferred and are being taken into earnings over 
the life of the related assets. 


Earnings per share 

Earnings per share are computed on the weighted 
average number of shares outstanding of 37,378,611, 
37,304,538 and 28,671,674 in 1985, 1984 and 1983 
respectively. There would have been no material 
dilution of earnings per share if outstanding stock 
options had been exercised during the year. The 
weighted average number of shares outstanding has 
been reduced by Interprovincial’s pro rata interest in 
its own shares resulting from the investment in HWR. 
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2. Montreal Extension Deficiency Agreement: 


Interprovincial and the Canadian Government are 
parties to a Deficiency Agreement whereby the 
Government will pay the deficiency if operating 
revenue in respect of the Extension is not sufficient to 
meet the fixed and variable costs of the Extension. 
Under the Agreement the Government has an option 


3. Deferred Charges and Other Assets: 


Deferred Charges and Other Assets at December 31 
were as follows: 


(in thousands of dollars) 1985 1984 
Purchased tax benefits $ 6,078 $ 6,414 
Unamortized discount and 

expense on long term debt 5,732 S/S) 
Deferred transportation charges 6,619 
Investment in IPL Tower 

office building 14,807 
Other 1,680 2,071 


$20,109 $29,067 


Purchased tax benefits 

United States tax legislation permitted the transfer of 
tax benefits (investment tax credits and accelerated 
depreciation deductions) from one entity to another 
through transactions structured as leases for tax 
purposes. LPL Investments, Inc. entered into sucha 
transaction in 1982. The purchased tax benefits are 


to purchase the Extension at its capital cost less 
depreciation, plus related expenses. 

Tariffs prescribed by the National Energy Board in 
respect of the Montreal Extension do not produce 
sufficient operating revenue to meet the fixed and 
variable costs of the Extension. 


expected to be realized through the deferral of taxes 
during the first five years of the 11-year life of the 
lease. Acquisition costs of purchased tax benefits are 
being amortized over the term of the lease. 


Deferred transportation charges 
Interprovincial (NW) commenced operations on 
April 17, 1985. For the period ended December 31 
revenue from provisional tolls was less than the full 
cost of service. In accordance with terms of the 
Norman Wells Pipeline Agreement with Imperial Oil 
Limited the shortfall in the first operating period 

will be recovered in tariffs over the remaining life 

of the Agreement. 


Investment in IPL Tower office building 

In February 1985 Interprovincial purchased the 
remaining 50% interest in the IPL Tower office build- 
ing. As sole owner at December 31, 1985 net- 
capitalized costs of these facilities of $29,650,000 are 
included in Pipeline Transportation System. 


4. Investment in Hiram Walker Resources Ltd.: 


Interprovincial, through a 1983 share exchange with 
HWR and subsequent purchases of HWR common 
shares, has a 16.4% equity interest in HWR and HWR 
owns 34.4% of the company’s issued common 
shares. During 1985 the company purchased 985,600 
HWR common shares and 33,500 HWR preference 
shares at average prices of approximately $33 and 
$29 respectively. As a result of the share exchange 
and subsequent purchases of HWR common shares, 
Interprovincial has a pro rata interest of 5.6% in 

its own shares. Accordingly, both the Investment 

in HWR and Shareholders’ Equity have been reduced 


by the reciprocal shareholding of $60,641,000 at 
December 31, 1985 (1984 — $55,457,000). The 
investment in HWR includes the unamortized 
excess of purchase price over net book value in 
the amount of $111,794,000 at December 31, 1985 
(1984 — $108,784,000). 

During January 1986 Interprovincial acquired 
872,098 additional HWR common shares for amounts 
totalling $27,396,000. 


4. Investment in Hiram Walker Resources Ltd.:— cont. 
The following condensed financial information of HWR is based upon publicly reported financial data: 


Condensed statement of financial position (unaudited) December 31 
(in millions of dollars) 1985 1984 
Current assets $2,274 $2,036 
Property, plant and equipment 3,157 2,890 
Investments 471 543 
Other assets 95 73 
$5,997 $5,542 
Current liabilities $1,399 $1,295 
Long term debt 1,405 1,437 
Deferred income taxes 463 376 
Other liabilities 66 57 
Minority interest 162 135 
Preference shares 832 904 
Common shareholders’ equity 1,670 1,338 
$5,997 $5,542 
Condensed statement of earnings (unaudited) Year ended December 31 
(in millions of dollars) 1985 1984 1983 
Revenue $3,792 $3,728 $3,427 
Operating costs and expenses 3,132 3,100 2,887 
Earnings from operations 660 628 540 
Finance charges net, less other income (186) (159) (180) 
Earnings before undernoted items 474 469 360 
Income taxes (200) (221) (137) 
Equity in earnings of Interprovincial 35 30 u 
Minority interest (34) (28) (25) 
Earnings before unusual item 275 250 205 
Benefit of prior years’ tax losses 34 24 
Earnings for the year $ 309 $ 274 $ 205 


5. Pipeline Transportation System: Accumulated depreciation and amortization: 


The Pipeline Transportation System and Accumulated depreciation and amortization by major classes at 
December 31 were as follows: 


(in thousands of dollars) 1985 1984 


Accumulated 
depreciation & 


Cost amortization Net Net 
Land $ 9,868 $ 9,868 $ 3,749 
Rights-of-way 20,904 $ 10,465 10,439 9,064 
Pipeline 1,021,747 426,802 594,945 312,589 
Pumping equipment, buildings and tanks 467,503 141,827 325,676 221,315 
Montreal Extension 249,565 119,088 130,477 142,840 
Assets Specially Classified 24,961 24,961 
Construction in progress 38,185 38,185 270,872 
$1,832,733 $723,143 $1,109,590 $960,429 


Itis estimated that 1986 capital expenditures will amount to approximately $355,000,000. 
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6. Long Term Debt: 
Long Term Debt outstanding at December 31 was as follows: 


(in thousands of dollars) 1985 1984 


interprovincial Pipe Line Limited 
Sinking Fund Debentures (unsecured): 


Series A — 6'/2% due November 1, 1986 $ 10,285 $ 12,055 
B — 97/8% due December 1, 1990 30,888 35,581 
C — 85/8% due May 1, 1993 29,236 31,944 
D — 107/s% due July 15, 1996 48,780 57,159 
E — 113/s% due February 1, 1996 50,657 54,052 
F — 10'/8% due May 1, 1996 29,220 31,880 

Debentures (unsecured): 

Series G— 121/4% due May 1, 1993 50,000 50,000 

Mortgage — 11.75% due March 1, 1987, 

secured by IPL Tower office building 14,804 


Interprovincial Pipe Line (NW) Ltd. 
Sinking Fund Debentures (secured by an assignment of the 
Norman Wells Pipeline Agreement and a first mortgage): 
Series A — 13.40% due April 1, 2004 100,000 100,000 
B — 12.70% due November 15, 2004 75,000 75,000 
C-— 9.8% to 10.75% Serial Debentures 
due September 15, 1986 to 1990 in annual payments of $5,714 and 
11.10% Sinking Fund Debentures due September 15, 1999 80,000 


Interim project financing 12,039 


Lakehead Pipe Line Company, Inc. 
Sinking Fund Debentures (guaranteed by Interprovincial): 
Series A — 6'/2% due August 1, 1992 


(1985 — $8,592 U.S.; 1984 -$8,622 U.S.) 12,008 11,393 
B — 7'/s% due April 15, 1993 
(1985 — $18,305 U.S.; 1984 —- $18,320 U.S.) 25,581 24,208 
C— 7.60% due June 15, 1997 
(1985 — $19,990 U.S.; 1984 —- $20,865 U.S.) 27,936 Palsy 
584,395 522,882 
Less—Current portion 21,604 7,811 


$562,791 $515,071 


Principal repayments required on Long Term Debt for Interest on Long Term Debt for the year ended 

the years ending December 31, 1986 through 1990 December 31, 1985 amounted to $63,246,000 (1984 — 
are $21,604,000, $29,994,000, $34,555,000, $53,174,000, 1983 — $37,406,000) of which 
$37,517,000, and $62,068,000 respectively. $8,983,000 (1984 — $16,930,000, 1983 — $625,000) 


has been capitalized as part of the Pipeline Trans- 
portation System. 


7. Capital Stock: 

Interprovincial is authorized to issue 42,000,000 
common shares and an unlimited number of preferred 
shares. No preferred shares have been issued. 


Common Shares 


Number Amount 
(000’s) 
Balance at December 31, 1982 25,794,742  $ 28,270 
Exercise of stock options 14,000 207 
Stock dividends 39,732 1,039 
Issue of common shares 
to HWR 13,600,000 353,600 
Purchase and cancellation 
of common shares (58) 
Balance at December 31, 1983 39,448,416 383,116 
Exercise of stock options 15,000 221 
Stock dividends 30,475 901 
Balance at December 31, 1984 39,493,891 384,238 
Exercise of stock options 2,850 52 
Stock dividends 25,621 999 
Balance at December 31, 1985 39,522,362 $385,289 


8. Stock Options: 


Stock options outstanding at December 31 were 
as follows: 


1985 1984 1983 
Shares under option, 
beginning of year 58,900 29,500 43,500 
Options granted 45,500 44,400 
Options exercised (2,850) (15,000) (14,000) 
Shares under option, 
end of year 101,550 58,900 29,500 


At December 31, 1985 options granted under the 
Employee Incentive Stock Option Plan (1969), were 
outstanding for 12,500 shares at a price of $14.75 per 
share exercisable until December 1988. 

The Incentive Stock Option Plan (1984) authorized 
the issue of amaximum of 400,000 common shares 
of Interprovincial. Under the Plan full-time key employ- 
ees of the company may be granted options until 
December 31, 1988 to purchase unissued common 
shares at not less than 90% of the fair market value of 
the shares on the day of the grant (100% for employ- 
ees of Lakehead). At December 31, 1985, options 
were outstanding on 43,550 shares at $27.00 per 
share and on 45,500 shares at $42.25 per share. 


9. Income Taxes: 


The geographic components of Earnings before income taxes and equity interest and Income taxes for the 


years ended December 31 were as follows: 


(in thousands of dollars) 1985 1984 1983 

Earnings before income taxes and equity interest 

Canada $ 63,019 $ 61,530 $ 57,965 

United States 146,371 147,450 VATE 

$209,390 $208,980 $185,142 

Current income taxes 

Canada $ 14,962 $ 23,508 $ 28,932 

United States 64,297 63,012 51,853 

United States withholding taxes 8,000 7,509 8,887 
87,259 94,029 89,672 

Deferred taxes and investment tax credits 

Canada 12,325 1,398 (3,508) 

United States 6,232 8,888 10,655 
18,557 10,286 AT, 

Total income tax expense $105,816 $104,315 $ 96,819 
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9. Income Taxes:—cont. 


The provision for deferred taxes results from timing differences in the recognition of items for tax and financial 
statement purposes. The types of these differences and the tax effect of each for the years ended December 31 


were as follows: 


(in thousands of dollars) 1985 1984 1983 
Excess of tax over book depreciation $10,683 $ 3,015 $2,182 
Purchased tax benefits 5,574 5,010 5,450 
Other 2,568 3,344 (1,338) 

$18,825 $11,369 $6,294 


The income tax provision exceeds amounts computed by applying the Canadian statutory federal income tax rate 
to earnings before taxes. The differences for the years ended December 31 were as follows: 


(in thousands of dollars) 1985 1984 1983 
Canadian federal income tax rate before 

abatement for provincial taxes 46.9% 46.0% 46.9% 
Computed income tax provision $ 98,204 $ 96,131 $86,832 
Provincial and state income taxes 6,256 7,055 6,347 
U.S. withholding tax on Lakehead dividends 8,000 7,509 8,887 
Other (6,644) (6,380) (5,247) 
Actual income tax provision $105,816 $104,315 $96,819 
Actual income tax provision as a percentage 

of earnings before taxes 50.5% 49.9% 52.3% 


10. Pension Plans: 


Interprovincial and Lakehead have pension plans 
which cover substantially all employees. The principal 
amount of the net surplus for past service benefits, 
including experience deficiencies, was approximately 
$44,000 at December 31, 1984, the date of the last 
actuarial valuation. The companies fund accrued 
pension costs. For the years ended December 31, 
1985, 1984 and 1983 total costs of the plans amounted 
to $3,554,000, $3,264,000 and $3,240,000 respec- 
tively, of which $816,000, $767,000 and $846,000 
were applicable to past service benefits. Accumulated 
plan benefit information and net plan assets at 


December 31, as estimated by consulting actuaries, 
were as follows: 


(in thousands of dollars) 1984 1983 


Actuarial present value of 

accumulated plan benefits: 
Vested $53,063 $46,507 
Nonvested 1,289 1,149 


$54,352 $47,656 


Market value of net assets 
available for benefits $71,271 $62,915 


11. Related Party Transactions: 


At December 31, 1985, 1984 and 1983 Imperial Oil 
Limited owned approximately 21.8% of the outstand- 
ing capital stock of Interprovincial. During the years 
ended December 31, 1985, 1984 and 1983 shipments 
through the pipeline system by Imperial Oil under 
published pipeline tariff terms accounted for approxi- 


mately 19%, 13% and 14% of consolidated transporta- 
tion revenue. At year end 1985, 1984 and 1983 trans- 
portation revenue receivable from Imperial Oil 
amounted to $5,209,000, $2,242,000 and $2,553,000 
respectively. 


12. Segmented Information: 


The company is engaged in the business of transport- 
ing crude oil and other liquid hydrocarbons through a 
common carrier pipeline system in Canada and the 
United States. Information by geographic segment at 
December 31 was as follows: 


(in thousands 


of dollars) 1985 1984 1983 

Transportation 

revenue 

Canada $ 223,283 $ 176,160 $172,519 

United States 277,861 260,822 232,785 
$ 501,144 $ 436,982 $405,304 

Contribution to 

earnings 

Canada $ 70,944 $ 61,567 $41 224 

United States 67,842 68,041 55,782 
$ 138,786 $ 129,608 $97,006 

Identifiable 

assets 

Canada $1,344,998 $1,180,503 $979,046 

United States 396,707 376,880 367,458 


$1,741,705 $1,557,383 $1,346,504 


13. Commitment and Contingency: 


Interprovincial has signed a cash deficiency agree- 
ment with respect to Frontier Pipeline Company and 
is committed to support, to the extent of LPL Invest- 
ments, Inc.’s partnership interest, the financial obliga- 
tions of the partnership. 


Summarized Quarterly Information (unaudited) 


1985 1984 
First Second Third Fourth First Second Third Fourth 

Financial 
(in thousands of dollars 
except per share 
amounts) 
Transportationrevenue $112,891 $122,930 $127,310 $138,013 $106,964 $109,434 $109,098 $111,486 
Earnings 37,697 30,095 27,701 43,293 34,743 27,148 30,118 37,599 

per share 1.01 0.80 0.74 1.16 0.93 0.73 0.81 1.00 
Dividends* 17,772 17,776 17,780 19,756 15,779 15,784 17,765 17,770 

per share 0.45 0.45 0.45 0.50 0.40 0.40 0.45 0.45 
Share trading** 
High 371/2 42/2 433/4 46 331/2 298/s 33 351/2 
Low 331/2 355/s 413/s 42 263/4 2511/2 2811/2 301/2 
Volume (in thousands) 1,187 1,038 731 590 790 553 849 1,086 


* Cash dividends paid to shareholders resident in 
most countries with which Canada has a tax conven- 
tion, including the United States, are generally subject 
to Canadian withholding tax at a rate of 15%. Cash 
dividends paid to other non-residents of Canada are 
usually subject to withholding tax at a maximum rate 
of 25%. 


** The Company's stock is traded on the Toronto and 
Montreal stock exchanges in Canada and on a limited 
basis in the over-the-counter market in the United 
States. Prices and volumes shown are for the Toronto 
Stock Exchange. 
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Five year review 


Financial 
(in thousands of dollars except 
per share amounts) 1985 1984 1983 1982 1981 
Operations 
Income: 
Transportation revenue $501,144 $436,982 $405,304 $358,604 $302,097 
Deficiency Agreement 8,326 7,430 7,369 7,410 7,747 
Interest and other income 24,981 30,830 19,128 18,014 UY Ay/ 
Allowance for equity funds 5,888 9,641 6,478 2,695 2,335 
Expenses: 
Power 112,767 100,725 79,862 65,512 63,033 
Operating and administrative 79,382 68,720 68,794 68,494 54,625 
Property and other taxes 25,916 24,277 22,230 20,507 19,055 
Depreciation and amortization 58,621 45,937 45,470 44,050 42,959 
Interest 54,263 36,244 36,781 33,531 34,937 
Income taxes 105,816 104,315 96,819 79,887 56,467 
Equity in earnings of HWR 35,212 24,943 8,683 
Earnings for the year 138,786 129,608 97,006 74,742 56,360 
Dividends paid 73,084 67,098 46,746 41,213 38,544 
Dividend payout 53% 52% 48% 55% 68% 
Cash provided from operations 187,276 164,524 141,507 129,403 105,041 
Net internal cash generated 101,484 52,749 69,676 71,685 40,131 
Per Share 
Earnings 3.71 3.47 3.38 2.90 2.19 
Dividends 1.85 1.70 1.60 1.60 1.50 
Shareholders’ equity 20.90 18.73 16.82 UN Aes7/ 10.36 
Assets 
Working capital 111,814 153,667 146,285 81,845 51,613 
Pipeline transportation system, at cost 
less accumulated depreciation 
and amortization 1,109,590 960,429 792,959 694,391 716,032 
Total assets 1,741,705 1,557,383 1,346,504 857,404 823,026 
Capitalization 
Long term debt 562,791 keno 409,589 332,592 358,863 
Deferred taxes and credits 228,709 201,985 183,898 160,665 152,600 
Shareholders’ equity 826,118 739,719 663,364 SOimise 266,576 
Total capital employed 1,617,618 1,456,775 1,256,851 794,390 778,039 
Ratios 
Long term debt to long term debt plus equity 40.5% 41.0% 38.2% 52.5% 57.4% 
Earnings coverage of interest 5.5x 7.5X 6.3x 5.6x 4.2x 
Return on average capital employed 10.8% 10.9% 12.6% 11.6% 9.5% 
Return on average shareholders’ equity 17.7% 18.5% 25.0% 26.3% 21.9% 


Statistical 
1985 1984 1983 1982 1981 
Shares outstanding at year end (thousands) 39,522 39,494 39,448 25,795 25,734 
Percentage of shares registered in Canada 97% 97% 97% 96% 96% 
Shareholders at year end 12,725 14,392 15,879 17,912 20,158 
Number of employees at year end 876 825 798 782 801 
Receipts (m?/d) 
Northwest Territories 2 357 
Alberta 165 784 162 617 153 266 141 176 141 909 
Saskatchewan 32 055 29 906 25 879 22 505 19 878 
Manitoba 2 590 2414 2 159 eval 1 622 
Ontario 3 871 1 222 518 651 273 
United States 14 087 15 728 17 063 25 446 34 935 
220 744 211 887 198 885 191 490. 198 617 
Deliveries (m*/d) 
Canada 
Canadian Production 
Prairie Provinces 27 850 24 250 22 584 21 699 21 693 
Ontario 83 970 87 426 82 258 78 497 90 164 
Quebec 29 106 35 902 39 181 39 832 33 736 
140 926 147 578 144 023 140 028 145 593 
U.S. and offshore production 
Ontario 2 982 2 287 2275 6 373 6 679 
Quebec 607 256 360 2 804 3 337 
3 589 2 543 2635 9177 10 016 
Total Canadian deliveries 144 515 150 121 146 658 149 205 155 609 
United States 
Canadian production 65 425 48 452 37 424 24 982 18 501 
U.S. and offshore production 10 809 13 028 14 774 16 744 24 946 
Total U.S. deliveries 76 234 61 480 52 198 41 726 43 447 
220 749 211 601 198 856 190 931 199 056 
Cubic metre kilometres (millions) 178 768 181 386 Waleced 159 739 163 757 
Average haul (kilometres) 2219 2 342 2 359 2 292 2 254 
Average transportation revenue 
(including Deficiency Agreement) 
per cubic metre $6.32 $5.74 $5.69 $5.25 $4.26 
per 100 cubic metre kilometres 28.5¢ 24.5¢ 24.1¢ 22.9¢ 18.9¢ 
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mailed out several days prior to 

the payable dates which are the first 
day of March, June, September 
and December. 


Stock Dividend Program 
Interprovincial has a Stock Dividend 
Program which enables shareholders 
to receive dividends in the form of 
Company shares rather than cash. 
Details may be obtained by contacting: 


The Royal Trust Company 
Corporate Trust Services 

P.O. Box 7500, Postal Station “A” 
Toronto, Ontario MSW 1P9 


Stock Listed 

Toronto and Montreal Stock 
Exchanges 

Stock market symbol —IPL 
Form 10-K 


A Form 10-K Annual Report is filed 
with the United States Securities and 
Exchange Commission. This report 
will be made available upon written 
request to the Corporate Secretary of 
the Company. 


Trustee and Registrar 
for Debentures 


Montreal Trust Company 
Montreal, Toronto, Winnipeg, 
Edmonton, and Vancouver 


Auditors 
Price Waterhouse 
Edmonton, Alberta 
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